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IBRD Loans in Nigeria and Mexico 


Loan to Federation of Nigeria 


The World Bank on May 2 made a loan equivalent 
to $28 million to the Federation of Nigeria, an overseas 
territory of the United Kingdom, now approaching full 
independence. This is the Bank’s first loan to Nigeria; 
it is guaranteed by the United Kingdom. The funds 
will be made available to the Nigerian Railway Corpo- 
ration—a government corporation which owns and 
operates the railway system—to help finance a five- 
year program to improve the rail system and to build 
a new line into the northeastern provinces, opening 
them to expanded production and trade. The modern- 
ization and development program began in 1955 and 
will continue into 1960. Its total cost is estimated at 
the equivalent of $116 million; of this, $62 million is 
for railway improvement and $54 million for the new 
line. The Bank loan of $28 million will provide about 
one quarter of the funds required, and the remainder 
will come from the Corporation’s own resources and 
from loans from the Nigerian Government. The Bank 
loan will finance payments for imports of locomotives, 
rolling stock, rail, and other equipment. The Corpora- 
tion is purchasing imported equipment and awarding 
construction contracts on the basis of international 
competitive bidding. 

The loan is for a term of 20 years and bears interest 
of 5% per cent, including the 1 per cent commission 
which is allocated to the Bank’s Special Reserve. Amor- 
tization will begin on October 1, 1962. 

Loan in Mexico 

On May 5, the World Bank made a loan equivalent 
to $34 million for electric power expansion in Mexico. 
The loan will finance the foreign exchange costs of 
four major power projects that form part of the current 


$250 million five-year expansion program of the Fed- 
eral Electricity Commission. The projects will provide 
additional electric power supplies to areas which include 
Mexico City, Guadalajara, Puebla, and Veracruz, as 
well as to the State of Sonora. 

The Chemical Corn Exchange Bank, the Continental 
Illinois National Bank and Trust Company of Chicago, 
and the Swiss Credit Bank, New York Agency, are 
participating in the loan, without the World Bank’s 
Guarantee, to the extent of $1,323,000. This repre- 
sents the first three maturities which fall due between 
August 1, 1962 and August 1, 1963. 

The loan was made jointly to the Federal Electricity 
Commission and to Nacional Financiera, S.A., and it is 
guaranteed by the Mexican Government. The Commis- 
sion is an autonomous agency of the Governmént and 
owns and operates power plants which produce one 
third of the electric power supply of Mexico. The Bank 
has made two previous loans to the Commission, $24.1 
million in 1949 and $29.7 million in 1952. Nacional 
Financiera, S.A. is the official financing institution 
which is by law the sole agency for the negotiation and 
administration of external loans on behalf of the Mex- 
ican Government. 

The new loan brings the total of Bank lending in 
Mexico to $186.3 million, of which $124.8 million has 
been for power development. The loan is for 25 years 
and bears interest at the rate of 5% per cent per 
annum, including the 1 per cent commission which is 
allocated to the Bank’s Special Reserve. Amortization 
payments will begin in 1962, after a four-year grace 
period. 

Sources: International Bank for Reconstruction and 
Development, Press Releases, Washington, 
D.C., May 2 and 5, 1958. 


IFC Investment in Brazil 


Announcement was made on May 5 that the Inter- 
national Finance Corporation has reached agreement 
for a $450,000 investment in D.L.R. Plasticos do 
Brasil, S.A., a Brazilian corporation, for the expansion 
of manufacturing operations. D.L.R., which is owned 
entirely by Brazilian interests, was organized in 1946 
and has been engaged in the manufacture of a wide 
variety of molded plastics, such as parts for telephones, 
elevators, and home appliances. With the prospect of 


a rapidly growing automotive manufacturing industry 
in Brazil, D.L.R. decided four years ago to expand its 
operations to include the manufacture of various auto- 
motive parts. In 1956, it started manufacturing brake 
linings, under a licensing agreement with the Bendix 
Aviation Corporation of Detroit, Michigan. 

D.L.R. is now undertaking a further expansion of 
its manufacturing activities in the automotive parts 
field. IFC’s investment will finance the expansion of 
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plant facilities and the purchase of new equipment to 
increase the production of automotive brake linings 
and to start the manufacture of two new products— 
clutch facings and steering wheels. Related to this 
expansion, two additional licensing agreements have 
been signed—one with the Russell Manufacturing Com- 
pany of Middletown, Connecticut, to manufacture clutch 
facings, and a second with the Sheller Manufacturing 
Company of Chicago, Illinois, to manufacture steering 
wheels. 

IFC’s investment of $450,000 will be in notes bear- 
ing interest at 7 per cent per annum. The notes will 
mature between 1961 and 1968 and may be redeemed 


IBRD Bond Issue 


Public offering of the $150 million issue of Interna- 
tional Bank for Reconstruction and Development 
(World Bank) 3% per cent ten-year bonds (see this 
News Survey, Vol. X, p. 338) was made on May 5. 
The offering was oversubscribed, and the books were 
closed a few hours after the issue had been released for 
general distribution. The bonds, due May 15, 1968, 
are priced at 100 per cent and accrued interest to yield 
3.75 per cent to maturity. The bonds are nonredeem- 
able prior to maturity. The net proceeds from the sale 
will be used in the general operations of the Bank. 

This is the ninth issue of World Bank bonds to be 
marketed in the United States on a negotiated basis by 
underwriting groups managed jointly by Morgan Stanley 
& Co. and The First Boston Corporation. The last 
previous sale involved $150 million 4% per cent 21- 
year bonds in January of this year (see this News 
Survey, Vol. X, p. 213). 

Giving effect to the present issue and to delivery of 
bonds under delayed delivery contracts, the Bank’s 
funded debt will be $1,617,149,428, which includes 
U.S. dollar obligations of $1,416,977,000 and Swiss 
franc, Canadian dollar, sterling, and Netherlands guilder 
obligations aggregating the equivalent of $200,172,428. 
From its formation in 1946 to March 31, 1958, the 
Bank had entered into loan commitments in an aggre- 
gate principal amount equivalent to $3,587,547,893 to 
finance programs or projects in 46 countries. 


Sources: International Bank for Reconstruction and 
Development, Press Release, Washington, 
D.C., May 5, 1958; The Wall Street Journal, 
New York, N.Y., May 6, 1958. 


Wool Prices and Consumption 


Wool prices at Australian auctions fell further during 
the first week of March, and values for various wools 
were at their lowest point for 2% years. Prices rallied 
slightly later in the month. The average price per 
pound realized during the eight months ended Febru- 


at any time at par. The Corporation also received 
Partes Beneficiarias, a kind of security peculiar to the 
corporation law of Brazil, which, in this case, entitles 
the holder to 10 per cent of the annual net profits of 
the company, and which, at the option of the holder 
during a period of ten years, may be redeemed in cru- 
zeiros for a total amount equivalent to 10 per cent of 
the par value of the present outstanding capital stock 
of the company, or converted into an amount of stock 
equivalent to 10 per cent of the par value of the present 
outstanding capital stock of D.L.R. 

Source: International Finance Corporation, Press Re- 

lease, Washington, D.C., May 5, 1958. 


ary 1958 was 67.42 Australian pence, 16 per cent less 
than the 80.20 pence averaged last year. 

World wool consumption in 1957 is estimated at 
2,885 million pounds, 1 per cent more than 1956. The 
largest proportional increase is recorded for Italy, 27 
per cent. Consumption increased in Japan by 9 per 
cent, in Australia by 8 per cent, and in France by 7 
per cent. In the United States it declined by 15 per 
cent, and in the Netherlands by 7 per cent. 

Source: Bank of New South Wales, Review (Wool 
Notes), Sydney, Australia, March 28, 1958. 


Europe 


EPU Settlements for March 1958 


The settlement operations of the European Payments 
Union for March 1958 covered a total of net surpluses 
or deficits of 109.8 million units of account (one unit 
of account=US$1); for February the total was 183.1 
million units, and for January it was 74.1 million units. 
The net surpluses and deficits of the EPU member 
countries for each of the first three months of 1958 are 
shown in the accompanying table. Creditor countries 
are presented in descending order and debtor countries 
in ascending order of their respective claims or debts 
vis-a-vis the EPU after the completion of the operations 
for March. 

Among the creditor countries, the Federal Republic 
of Germany and the Netherlands, which had deficits in 
February following surpluses in the immediately pre- 
ceding months, again ran surpluses in March; deficits 
continued to be recorded for Sweden and Austria. 
Switzerland again had a substantial deficit. As far as 
the debtor countries are concerned, the March opera- 
tions were characterized mainly by further surpluses 
for Italy and the United Kingdom and a further deficit 
for France. The U.K. surplus was much smaller than 
that recorded for February as some of the factors re- 
sponsible for the unusually large surplus in February 
(see this News Survey, Vol. X, p. 297) did not recur 
in March. 
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Net Surpluses (+) or Deficits (—) in EPU 
(In millions of units of account) 


Jan. Feb. Mar. 
; 1958 1958 1958 
Creditor countries 

Germany, Fed. Rep. >_> +0.8 
Belgium-Luxembourg —....__»__-»_  +8.3 
Netherlands _....._- =» 22 4-476 
WEEE <.-cccentecincasatcmeadianaum Saar. hae 
-7.8 4.5 


-24.0 
+34.6 


Countries which are neither creditors 
nor debtors of the EPU 


1 
Le | 
oo 


Debtor countries 


wa 


Wwrermrmnuoniv 
I 
es 


bodb 
NNABWIIND 

SEAL 
>UNAUBON 


a 
1 ++ 
Aen 
> 


mNy 


Sources: Organization for European Economic Co- 
operation, Press Release, Paris, France, 
April 17, 1958; Neue Ziircher Zeitung, 
Ziirich, Switzerland, April 19, 1958. 


U.K. Investment 


The rate of growth of investment in fixed assets by 
manufacturing industries in the United Kingdom has 
been slowing down since mid-1956. In 1957 it was 
6 per cent greater than in the previous year despite 
higher prices; this compares with increases of 20 per 
cent in 1956 and 27 per cent in 1955. In the fourth 
quarter of 1957, investment was in fact 1 per cent 
less than a year ago. Expenditure on building work 
was 12 per cent below that in the last quarter of 1956, 
while investment in plant and machinery increased by 
only 4 per cent. The latest forecasts for 1958 indicate 
a slight increase—about 2 per cent—over the 1957 
level. 

The value of manufacturers’ stocks and work-in- 
progress rose by 7% per cent in 1957, compared with 
10 per cent in 1956. In the fourth quarter of 1957, 
there was a small decrease. This was the first time 
since the series was started in early 1955 that stocks 
failed to rise. The decrease appears to have been due 
largely to a decline of some 2 per cent in the value of 
work-in-progress; the value of finished goods rose by 
about | per cent and that of materials and fuel changed 
very little. 

Source: The Financial Times, 
April 18, 1958. 


U.K. Commercial Bank Operations 


In the four weeks to April 16, the London clearing 
banks added £42 million to their investment portfolios. 


London, England, 
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This is the largest monthly increase for many years and 
fully explains the recent strength of the gilt-edged mar- 
ket. The advances of the banks also rose quite strongly. 
The total on April 16 was £47 million higher than a 
month earlier; advances to the nationalized industries 
rose by £15 million and advances to the private sector 
by £32 million. As a result of these and other move- 
ments, the liquidity ratios of some of the banks have 
moved closer to the customary minimum of 30 per 
cent, and the ratio of one bank has dropped below 
30 per cent. 


Source: The Times, London, England, April 24, 1958. 


Balance of Payments of the Netherlands 


The Netherlands balance of payments on goods and 
services account (cash basis) showed a surplus of f. 105 
million (US$28 million) for the second half of 1957, 
following a deficit of f. 447 million for the first half 
of the year. Thus, for the entire year 1957, there was 
a deficit of f. 342 million, compared with the 1956 
deficit of f. 573 million. The improvement during the 
second half of 1957 was entirely in the trade account. 
Owing to an improvement in the terms of trade, a 
steady increase in the volume of exports, and a decline 
in the volume of imports, the trade deficit was nearly 
f. 500 million less than in the corresponding period of 
1956. This improvement must be attributed to a con- 
traction in domestic expenditures. Expenditures for 
private consumption, fixed investment, and government 
use of resources showed a tendency to decline toward 
the end of the year, but the main factor immediately 
responsible for the improvement was a decrease in 
inventories. 

Capital movements in 1957 showed a surplus of 
f. 751 million (net), compared with a deficit of f. 392 
million (net) in 1956. The inflow on private account 
was f. 482 million, and that on official account was 
f. 269 million. The inflow of private capital took 
mainly the form of sales of domestic securities to for- 
eigners, which increased from f. 109 million in 1956 
to f. 429 million in 1957; there was also a sizable 
inflow of short-term capital, in contrast to an outflow 
in 1956. The proceeds of short-term loans (f. 461 mil- 
lion) contracted abroad by the Government more than 
offset the usual outflow of capital on official account. 

Gold and foreign exchange reserves increased by 
f. 409 million in 1957; in 1956 there had been a 
decrease of f. 965 million. 


Source: Nota Inzake de Betalingsbalans over het Jaar 
1957 (Government Memorandum on the Bal- 
ance of Payments for 1957), The Hague, 
Netherlands, April 17, 1958. 


Swedish Price Prospects 
It is not improbable that living costs in Sweden will 
cease to rise this year, but a tendency to assume that 
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inflation will continue might lead to new and rapid price 
increases upon a subsequent business upswing; these 
views are expressed in the latest economic survey in 
the Quarterly Review, published by Skandinaviska 
Banken. Such a risk may become imminent at the turn 
of the year. The bank also states that the international 
economic decline has had its repercussions on Sweden’s 
economy. The increase in production during the past 
six months was insignificant as a consequence of slack- 
ening demand, principally from the export market but 
also from the home market. At the same time, unem- 
ployment increased somewhat, although this was due in 
part to the long and severe winter. On the average, 
there were 15,000 more unemployed during the first 
quarter of 1958 than in the same period last year. 

The rise in the cost of living in Sweden has resulted 
largely from higher rents and indirect taxes and from 
increased costs for services. However, tendencies to- 
ward price decreases are beginning to make themselves 
felt, which might result in stabilization of the general 
price level in the next few months. Wholesale prices 
have fallen since last summer, with the decline being 
pronounced for import prices. Furthermore, a number 
of reductions have apparently been made in retail prices 
without their having affected the consumer price index. 
In the food trade, a wide range of discount systems is 
being used, and competition between firms has become 
much more severe. Also, clearance sales seem to have 
been resorted to much more frequently than before in 
many branches of trade. 

However, expectations of inflation at longer range 
tend to remain. Admittedly this may, on the one hand, 
facilitate carrying through a policy of stabilization; on 
the other hand, it may entail a serious risk of inflation 
in the event of an upswing in international economic 
conditions, once it gets under way. This danger may 
become real for the Swedish economy in the fall of 
1958 and around the turn of the year, when negotiations 
for the fixing of prices for farm products will be under 
way and new collective agreements on workers’ wages 
will be concluded. 


Source: The Swedish-International Press Bureau, Bul- 
letin, Stockholm, Sweden, April 23, 1958. 


Rediscounts in Finland 


Effective May 1, the Bank of Finland lowered the 
penalty rates for rediscounting, and abolished the pen- 
alty rates for a bank whose total indebtedness to the 
Bank of Finland is less than 60 per cent of the bank’s 
own funds. This limit might be changed if there are 
changes in certain factors influencing the banks’ redis- 
counts, for example, the Bank of Finland’s direct grant 
of credits, the Government's cash position, the foreign 
exchange position, development of banks’ deposits, etc. 


If a bank’s total indebtedness to the Bank of Finland 
exceeds 60 per cent, the bank will have to pay a penalty 
rate which will be progressive. If the indebtedness is 
equal to 200 per cent of the bank’s own funds, the pen- 
alty rate is 2.1 per cent; beyond this limit, there will be 
direct negotiations between the bank and the Bank of 
Finland. The maximum penalty rate to be charged has 
been lowered from 5 per cent to 3 per cent. Until now 
the penalty rate has been debited each day, but in the 
future the penalty rate will be debited on the basis of 
the monthly average. Therefore, the previous practice 
of easing the terms of rediscounting for banks which 
rediscounted only temporarily has been abolished. 

The Bank of Finland has also decided to permit the 
banks to rediscount without penalty rates an amount 
equal to the amount drawn on the credit granted to the 
Government by the commercial banks. 

Source: Hufvudstadsbladet, Helsinki, Finland, April 27, 
1958. 


Trade and Payments Agreement Between Finland and Argentina 
Finland and Argentina have signed a trade and pay- 
ments agreement, to come into force on May 9, under 
which Finland has agreed to multilateral trade and pay- 
ments arrangements similar to those concluded between 
Argentina and 11 Western European countries (the 
Paris Club) in 1957 (see this News Survey, Vol. IX, 
pp. 9 and 392). The two parties assure each other of 
most-favored-nation treatment in regard to customs 
duties and shipping. Finland’s exports to Argentina 
will enjoy the same facilities extended by the latter to 
exports from the Western European countries. In re- 
turn, Finland will act as liberally as possible in regard 
to imports from Argentina. Payments between the two 
countries will be effected in currencies that are con- 
vertible into any of the currencies of the countries in the 
Paris Club group, except the French franc (in view of 
the bilateral agreement that exists between Finland and 
France). Transactions effected via the free Argentine 
exchange markets can be settled by payment in con- 
vertible Finnish markkas. 
Source: Hufvudstadsbladet, Helsinki, Finland, April 27, 
1958. 


West German Exports of Automobiles 


Exports of automobiles from the Federal Republic 
of Germany in the first quarter of 1958 totaled 184,900, 
an increase of 32 per cent over exports in the first quar- 
ter of 1957. Output of motor vehicles also rose at a 
high rate—25.5 per cent—as production reached the 
record quarterly figure of 373,000 vehicles; in the first 
quarter of 1957, output had been 297,000 units. 
Source: Frankfurter Allgemeine Zeitung, Frankfurt am 

Main, Germany, April 18, 1958. 
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Middle East 
Suez Canal Compensation 


An important step in the settlement of the compen- 
sation of the Suez stockholders was taken on April 29 
when Heads of Agreement were signed in Rome by 
Mr. Abdel Daleel El Emery, Governor of the National 
Bank of Egypt, as representative of the United 
Arab Republic, and by Mr. Jacques Georges-Picot, 
Mr. Charles Spofford, and Mr. John Foster, Q.C., as 
representatives of the Suez stockholders. The Heads 
of Agreement were witnessed by Mr. W.A.B. Iliff, 
Vice President of the International Bank for Recon- 
struction and Development, as representative of 
Mr. Eugene R. Black, President of the Bank. 


Further steps remain to be taken to finalize the agree- 
ment, to draw up the final documentation, and to secure 
the necessary ratification. The parties have expressed 
their desire to cooperate in working out as soon as pos- 
sible the steps necessary to this end and have requested 
the continuation of the good offices of the World Bank 
in their efforts. It has been arranged that meetings of 
the two parties will be resumed in Egypt on May 17, 
1958. 


Source: International Bank for Reconstruction and 
Development, Press Release, Washington, 
D.C., April 29, 1958. 


Unfreezing of Egyptian Assets 


The United States has released to the United Arab 
Republic Egyptian assets that had been frozen follow- 
ing seizure of the Suez Canal in mid-1956. These 
assets originally totaled $43 million; subsequently, $17 
million was released to permit Egyptians to pay accounts 
already due to U.S. nationals, leaving a balance of 
about $26 million. Also unfrozen were $44 million of 
Suez Canal Company funds that had been blocked in 
mid-1956. 

Source: The Journal of Commerce, New York, N.Y., 
May 1, 1958. 


Advance Import Deposits in Israel 


From March 1, Israeli importers are required to 
deposit 10 per cent of the sum specified in their requests 
for import licenses within ten days after receiving the 
licenses. This regulation affects only goods intended 
for local consumption and does not apply to imports 
of capital goods or of raw materials for processing and 
re-export. Its purpose is to reduce imports of consumer 
goods and prevent the abuse of import licenses. 


Source: Barclays Bank D.C.O., Overseas Review, Lon- 
don, England, April 1958. 


Trade Restrictions in Syria 


Under a decree issued on April 9, Syrian importers 
have to secure an irrevocable letter of credit to be issued 
after confirmation of the order. This indicates that, 
after authorization from the Exchange Office, importers 
will have to obtain import licenses from the Ministry of 
Economy prior to the arrival of the goods. Previously, 
importers could purchase the needed foreign exchange 
on the market and apply for import licenses within 24 
hours after the arrival of goods on Syrian territory. A 
number of commodities are exempted from the new 
regulations; these include agricultural and industrial 
machines and parts, raw materials, chemicals, petroleum 
products, construction materials, medicine, rice, sugar, 
coffee, and tea. 

A decree dated April 12 prohibits exports from the 
Syrian Province of cereals, including the important 
export commodities, wheat and barley. The decree 
also cancels all export licenses previously issued for 
cereals. It has been reported that the prohibition was 
decided upon to assure the adequacy of domestic sup- 
plies, pending the assessment of damage to new crops 
as a result of the irregularity of rainfall this year. 
Source: Le Commerce du Levant, Beirut, Lebanon, 

April 16, 1958. 


Iranian Oil Agreement with Standard Oil of Indiana 


The Prime Minister of Iran has announced that the 
National Iranian Oil Company (NIOC) and Pan 
American Oil Company, a subsidiary of Standard Oil 
Company of Indiana, have signed an agreement for 
the exploitation of Iranian oil resources. The agree- 
ment provides for an equal division of profits and an 
additional share for Iran of 25 per cent in taxes on total 
profits, which means that Iran will receive 75 per cent 
of all profits and Pan American 25 per cent. Accord- 
ing to the agreement, Pan American will spend $82 
million on exploitation within the first 12 years, while 
Iran will contribute nothing. If no oil is found during 
that time, Pan American will pay NIOC half of any 
unspent portion of the $82 million. This agreement is 
similar to one signed last summer between NIOC and 
the Italian Government company, Agip Mineraria. 
Source: The Wall Street Journal, New York, N.Y., 

May 1, 1958. 


Far East 


Trade Between India and Czechoslovakia 


Letters have been exchanged between the State Trad- 
ing Corporation of India and the Foreign Trade Cor- 
porations of Czechoslovakia, with a view to promoting 
imports and exports between the two countries. A 
press note issued by the State Corporation of India says 
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that payments for imports from Czechoslovakia will be 
made in Indian rupees, and the money will be credited 
to a special account to be opened by the State Bank of 
Czechoslovakia with the State Bank of India or any 
other commercial bank in India. The money in the 
special account will be utilized by the Czechoslovak 
Foreign Trade Corporations for the purchase from 
India of specific goods mutually agreed upon. 

Source: The Times of India, Bombay, India, April 4, 

1958. 


Trade Between Ceylon and Mainland China 


The Government of Ceylon has received an offer 
from Mainland China of rice to the value of Rs 40 mil- 
lion in part settlement of a debt of Rs 75 million to 
Ceylon on the 1957 trade. The debt is to be settled by 
June 30, 1958 at the latest. In addition, Mainland 
China owes Ceylon Rs 20 million on trade in the first 
quarter of 1958. 

As a result of the flood at the end of 1957, Ceylon 
will need to import about 100,000 tons of rice in addi- 
tion to the rice that it has already contracted to pur- 
chase in 1958. 

Source: The Financial Times, 
April 21, 1958. 


Change in Taiwan's Exchange Rafe Structure 


The Chinese Government in Taiwan announced on 
April 14 that the official buying rate applicable to 
exports of sugar, rice, and salt is NT$24.58 per U.S. 
dollar, and the official selling rate applicable to imports 
of specified commodities is NT$24.78 per U.S. dollar. 
All other exports and imports are to be settled at the 
official rates plus the value of an exchange certificate. 
Invisibles for the account of the Government are to be 
settled at the official rate, and other invisibles at the 
official rate plus the value of an exchange certificate. 
The Bank of Taiwan announced on April 14 the selling 
rate of NT$11.60 per U.S. dollar for an exchange cer- 
tificate; the buying rate is NT$11.50. Prior to these 
changes, there were five effective buying rates and two 
selling rates. 

Sources: Chinese News Service, Press Release, New 
York, N.Y., April 15, 1958; The Financial 
Times, London, England, April 15, 1958. 


Taiwan Purchase of U.S. Surplus Commodities 


The Chinese Government in Taiwan signed on 
April 18 an agreement to buy with Taiwan currency 
US$10.5 million worth of surplus farm commodities 
from the United States. The Chinese Government also 
will pay US$1.6 million as half of the estimated trans- 
portation cost. This is the second agreement of its kind; 
the first one was signed on August 14, 1956. 


London, England, 
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Under the new agreement, wheat purchases will be 
equivalent to $7.5 million, and purchases of soybeans, 
cottonseed oil, and tobacco will be $3 million. The 
proceeds from the sales of these commodities by the 
United States will be used for common defense support, 
for Sino-American educational exchange programs and 
other outlays by the U.S. Government, and for loans 
by the Export-Import Bank of Washington to Chinese 
firms for developing markets for U.S. agricultural 
products, etc. 

Source: Chinese News Service, Press Release, New 
York, N.Y., April 22, 1958. 


Korean Export Promotion Plan 


Korea’s Ministry of Commerce and Industry will sub- 
mit for the Cabinet’s approval a plan designed to 
increase exports. The measures proposed include ex- 
emption from commodity taxes and taxes at the source 
for goods exported by firms registered with the Govern- 
ment, and exemption from import duties for goods 
imported with the dollar proceeds of exports. The 
Ministry also suggests that, in the future, customs duties 
be assessed on the basis of the official rate of exchange 
of 500 hwan per U.S. dollar instead of on the basis 
of prevailing market quotations (which are reported to 
fluctuate around 1,000 hwan per dollar). Finally, it 
is proposed that exporters who have achieved a large 
volume of exports be granted facilities for importing 
commodities that realize a high rate of profit. 
Source: The Korean Republic, Seoul, Korea, March 28, 

1958. 


Industrial Production in Japan 


The increase of 7.6 per cent in Japanese manufac- 
turing and mining production in February was much 
less than is normal for the month. When compared with 
February 1957, output showed a decrease of 2.4 per 
cent; by contrast, output in the first half of 1957 was 
almost 20 per cent higher than in the first half of 1956. 
Source: Bank of Tokyo, Weekly Review of Economic 

Affairs in Japan, Tokyo, Japan, April 12, 1958. 


Indonesia's Balance of Payments in 1957 


According to exchange control statistics, Indonesia’s 
international transactions in 1957 resulted in a net 
decrease of $35 million in foreign exchange reserves, 
compared with a net decrease of $97 million in 1956. 
The current account in 1957 showed a deficit of $57 
million, resulting from a trade surplus of $112 million, 
a deficit of $170 million on account of invisibles, and 
net donations of $1 million. Private capital transactions 
showed a net outflow of $20 million, and official capi- 
tal transactions an inflow of $42 million. 
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Cash proceeds from exports in 1957 amounted to 
$836 million, only $9 million less than in 1956. Pay- 
ments of $724 million for imports, however, were $102 
million below those in the previous year. The sharp 
fall in imports is ascribed principally to the tightening 
of import restrictions and to the increase in the cost of 
imports resulting from the higher import duties follow- 
ing the exchange reform in 1957 (see this News Sur- 
vey, Vol. IX, p. 402). During the first half of 1957, 
export proceeds fell sharply, but in the second half, 
there was a considerable improvement, attributable 
mainly to the introduction of the new export certificate 
system on June 20. 

The 1957 deficits in respect of transportation ($13 
million), insurance ($10 million), and foreign workers 
($42 million) were nearly the same as in 1956. The net 
outflow on investment income account, however, fell 
rather appreciably, from $61 million in 1956 to $44 
million in 1957. 

Official capital inflow in 1957 was $110 million, and 
outflow was $68 million. The principal receipts were 
a credit of $57 million under the Surplus Agricultural 
Commodities Agreement with the United States, draw- 
ings on a loan from the Export-Import Bank of Wash- 
ington, and medium-term suppliers’ credits from certain 
European countries. 

Sources: Bank Indonesia, Bulletin, Djakarta, Indo- 
nesia, No. 12, August 1957, No. 13, Novem- 
ber 1957, and No. 14, February 1958. 


United States 


U.S. Consumer Price Index © 


Increased prices of food raised the index of consumer 
prices in the United States to the record high figure of 
123.3 (1947-49=100) in March, 0.7 per cent higher 
than in February and 3.7 per cent higher than in 
March of last year. As a result, escalator wage in- 
creases are expected for more than one million workers 
in railway and electrical manufacturing industries. 
Source: The Wall Street Journal, New York, N.Y., 

April 24, 1958. 


U.S. Farm Income in 1958 


The annual rate of realized net income of farm oper- 
ators in the United States was about $13 billion in the 
first quarter of 1958; in the first quarter of 1957, the 
rate was $11.7 billion. Although farmers’ production 
expenses this year were above those in the first three 
months of 1957, higher prices and higher marketings 
of agricultural products brought about the increase in 
income. 

Prices of farm products are now running well above 
last year’s prices, and for the year as a whole they are 
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expected to average higher than in 1957; farm oper- 
ators’ realized net income in 1958 is expected to be 
about 5 per cent to 10 per cent above the $11.5 billion 
realized in 1957. This increase will reflect somewhat 
higher cash receipts from marketings and larger pay- 
ments to farmers for participation in the Soil Bank, 
which will exceed increases in production expenses. If 
the weather is more nearly average than in 1957, when 
harvests were late and crop inventories increased sharp- 
ly at the year end, farm-held inventories of farm 
products may decrease somewhat this year. 

Source: Department of Agriculture, The Farm Income 

Situation, Washington, D.C., April 1958. 


Latin America 
Economic Growth in Mexico 


Mr. Antonio Carrillo Flores, Secretary of Finance of 
Mexico, in a recent address to the Annual Convention of 
Mexican Bankers, reviewed Mexico’s economic growth 
from 1952 to 1957. In that period, the gross na- 
tional product, measured in current prices, increased 
by 7 per cent per year, or by more than twice the 
annual population growth. Private investment increased 
from 58 per cent of total investments in 1952 to 66 per 
cent in 1957, i., to Mex$10 billion (Mex$i=— 
US$0.08). Public investment, which greatly aided fur- 
ther development, was primarily in electrification, irri- 
gation, road building, the rehabilitation of railroads, etc. 
Foreign direct investments increased by US$140 million, 
to US$1,200 million in 1957, and long-term foreign 
loans in that year amounted to US$163 million. 

Mr. Carrillo Flores stated that the Government is 
determined to pursue sound fiscal and monetary policies, 
and that public expenditure will be tailored to avail- 
able resources, in order to avoid inflationary pressures. 
Efforts will be made to channel the greatest volume 
possible of domestic savings toward the productive 
activities where they are most needed. As an example, 
the Secretary cited the projected initial sale of a 
Mex$200 million bond issue, the proceeds of which 
will be allocated to the nationalized petroleum indus- 
try. These bonds, whose value is tied to the wholesale 
price index, are payable in pesos and are designed to 
tap new savings. 

Source: Hispano Americano, Mexico, D.F., April 21, 
1958. 


Other Countries 


Australian Loan 


The Australian Commonwealth Government issued 
on April 30 a new cash loan for £A 35 million, together 
with a conversion offer to holders of £A 173 million 
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Commonwealth securities maturing on May 15. The rate 
for the long-term (15-year) section of the loan is un- 
changed at 5 per cent, but the rate of the medium-term 
(9-year) securities has been reduced from 5 per cent to 
4% per cent; the issue price on the 9-year bonds, how- 
ever, is £A 99, so that the effective yield is £A 4 17s. 6d. 
The short-term section of the loan is for three years at 
4 per cent at an issue price of £A 98 17s. 6d., yielding 
about £A 4 18s. 1d. per cent to redemption; the short- 
term section of the previous Commonwealth loan of- 
fered a yield of £A 4 8s. 6d. per cent for 2% years. 

Source: Australian Financial Review, Sydney, Aus- 

tralia, April 24, 1958. 


Central Bank of Nigeria 


The Federal House .of .Representatives of Nigeria 
has approved the Central Bank Bill, which follows 
closely the recommendations contained in a report 
published last year by Mr. J.B. Loynes, an adviser to 
the Bank of England (see this News Survey, Vol. X, 
p. 160). The Minister of Finance of Nigeria hopes 
that it will be possible for the new bank to open its doors 
by the middle of 1959, and that Nigerian notes and at 
least token coinage will then be introduced. 

The unit of currency in Nigeria will be the Nigerian 
pound, which will be divided into 20 shillings, each 
shilling being divided into 12 pence. The parity of the 
Nigerian pound will be one Nigerian pound to one 
pound sterling. Referring to the proposed Nigerian 
currency, the Minister of Finance stated that it is the 
intention of the Government not only to create a 
Nigerian currency issued and managed by Nigeria’s own 
central bank, but also to make sure that that currency 
commands at least the same measure of respect and 
confidence at home and abroad as that of the West 
African Currency Board which it is intended to replace. 

The principal aims of the central bank will be to issue 
legal tender currency in. Nigeria, to. maintain external 
reserves in order to safeguard the international value 
of that currency, to promote monetary stability and a 
sound financial structure in Nigeria, and to act as 
banker and financial advisor to the Government. The 
bank will also be allowed to act as banker to regional 
governments, public corporations, and other banks; it 
will not be competing for commercial business. Above 
all, the new bank is expected to “safeguard the national 
money.” It must be “liquid” at all times and hold only 
first-class assets, and its management must be above 
sectional politics. Mr. F.P. Fenton, an adviser to the 
Bank of England, has been nominated to be the first 
Governor of the new central bank. 

Sources: West Africa, London, England, March 29, 
1958; Government of the Federation of 
Nigeria, Federal Information Service, Federal 
Nigeria, Lagos, Nigeria, April 1958. 
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New Currency in Ghana 


It is expected that Ghana’s currency (see this News 
Survey, Vol. X, p. 240), fully backed by sterling, will 
be brought into circulation during July 1958. West 
African Currency Board notes and coin will be grad- 
ually withdrawn from circulation in Ghana, but during 
the change-over period, both currencies will be regarded 
as legal tender. 


Source: Barclays Bank D.C.O., Overseas Review, 
London, England, April 1958. 


Banking in Jamaica 


A principal feature of the Jamaican Government's 
1958-59 budget presented to the Hause of Representa- 
tives in March was the Government's intention to estab- 
lish a central bank, with a share capital of £250,000, 
and a development finance corporation, with a loan 
capital of £250,000. The purpose of the central bank 
is to ensure a fair and adequate control over the eco- 
nomic policy of the country, and at the same time to 
enable the Government to have a knowledge of the 
movement of capital, inward and outward. 


Source: Barclays Bank D.C.O., Overseas Review, Lon- 
don, England, April 1958. 


Fund Transactions 


The record of Fund transactions published in /nter- 
national Financial Statistics, May 1958, shows that, 
under stand-by arrangements that had been made ear- 
lier with the Fund, the following purchases were made 
in February 1958: Bolivia, $1 million; Chile, $6.2 mil- 
lion; and Colombia, $10 million. During the same 
month, Ecuador repurchased sucres equivalent to $5 
million; the drawing of $5 million by Ecuador had been 
made in June 1957. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 
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